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NATIONAL TELEPHONE COOPERATIVE ASSOCIATION

The National Telephone Association ("NTCA") submits this reply to oppositions to its

Petition for Reconsideration and Clarification of the Commission's Second Report and Order

released in the above proceeding on February 24, 1997 (" Second Report and Order").

A number of parties have filed oppositions to the petition filed by NTCA and similar

petitions filed by parties requesting reconsideration of portions of the Second Report and Order.

These parties have not demonstrated that the Commission acted properly in changing its

longstanding policy with respect to the authorization of the Basic Exchange Telecommunications

Service ("BETRS"). The Personal Communications Industry Association ("PCIA"), for



example, recites the Commission's basis for according BETRS secondary status but fails to

address the essential points NTCA made. l

Each ofthe conclusions PCIA recites is assailable. The fact that both BETRS and paging

are classified as "commercial communications services" for regulatory purposes under Title III

of the Communications Act does not settle the public interest issue NTCA raised. The

Commission itself authorizes BETRS only for the purpose of delivering basic exchange services

that are included in universal service. In fact, the Commission authorized the BETRS service

specifically to promote the delivery of universal service.2 Its decision to license the spectrum

used for BETRS on a geographic basis and accord site specific licenses secondary status plainly

relegates the achievement of universal service in rugged hard to reach rural areas to the lowest of

priorities. As NTCA stated in its petition, the commitment to the achievement of universal

service, at least, requires consideration of alternatives which will ensure the availability of the

BETRS services in areas where that service is the most feasible way to bring local exchange

service to customers.

PCIA also relies on the Commission's conclusion that the decision to require BETRS

providers to purchase new spectrum will not raise prices or reduce the quality of service. PCIA's

reliance and the Commission's conclusion are incorrect. There are no auction costs for the

spectrum used to deliver BETRS today but additional costs will certainly be incurred in the

future whenever providers need additional spectrum to expand service in the area or to expand to

2

PCIA Opposition at 3.

NTCA Petition at 2.
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unserved areas using BETRS. In fact, a number of petitioners that already provide BETRS

anticipate that the auction scheme will seriously impair their ability to satisfy requests for local

exchange telephone service.3 They also indicate that secondary licensing is not a solution as

providers will not be willing to make significant investments in infrastructure that will only have

to be abandoned at the whim of the geographic licensee.4 The Commission should not ignore

these providers who base their comments on actual experience with the service instead of

speculation.

PCIA also places merit on the conclusion that partitioning will accommodate the need of

BETRS providers. Providers interested in site licenses alone will not be reasonably

accommodated by partitioning rules that would force them to purchase areas they will not need.

A better alternative to meet the public's needs for BETRS was suggested by several rural

telephone companies that proposed mandatory partitioning of rural areas at no cost to the

prospective BETRS licensee. NTCA supports these petitioners' alternative and believes this is a

reasonable alternative the Commission must consider seriously to reduce the adverse impacts of

its licensing rules.5 The Commission should adopt the proposal to ensure the continued

availability of the service to provide universal service to remote areas. Petitioners have shown

that the proposal will benefit the public without causing harm to geographic area licensees. The

Petition of Lincoln County Telephone System, Inc. ("LCTS") at pp. 2 & 6, also,
Big Bend Telephone Company, Inc. "(BBTC"), Mid Rivers Telephone Cooperative, Inc.
("MRTC"), Century Telephone Enterprises, Inc.("CTE"), and Nucla-Naturita Telephone
Company ("NNTC").

4 Id.

Petitions ofLCTS, NNTC, MRTC, BBTC, and CTE at p. 7.
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mandatory partitioning alternative reduces the adverse impact the auction scheme will have on

the public while minimizing disruption and hardship to other interested parties.

NTCA also disagrees with Air Touch's claim that it would be contrary to law or the

public interest for the Commission to retain the of site-by-site licensing or the mandatory

partitioning alternative.6 AirTouch claims that the proposals would prevent potential auction

participants from associating a value to the license and cause uncertainty in the auctions. They

state that their ability to achieve wide area service would be jeopardized. These claims do not

rise to insurmountable legal obstacles. No potential licensee has the absolute right to a licensee

that permits wide area service. The Commission is charged with the duty to promote the public

interest and has the discretion to adopt rules that ensure the continued availability of BETRS for

the delivery of basic local exchange services. The Commission is charged with the obligation to

weigh competing private interests and cannot ignore its overall universal service policy goal in

the pursuit of auction policies that treat the spectrum as a mere commodity having no

relationship to the overall public purposes that must be considered in designing all auctions.

Congress explicitly provided in Section 3090) (3) that the Commission must "include

safeguards to protect the public interest in the use of the spectrum ... and promote the purposes

specified in Section 1 [pertaining to universal service] " in deciding whether to use and how to

design competitive bidding systems for the licenses it awards. This directive certainly suggests

that the Commission has the authority to adopt rules providing for site-by-site licensing of

BETRS or mandatory partitioning.

6 AirTouch at 21.
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CONCLUSION

For the above stated reasons, NTCA requests that the Commission reconsider its decision

to auction BETRS spectrum and to relegate new site licensees to secondary status. NTCA urges

the Commission to retain rules permitting site by site licensing and co-primary operations for

BETRS licensees. As an alternative, NTCA supports the mandatory partitioning proposal as a

means to ensure that BETRS will still be available in rural areas.
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